Foreign Agricultural Service

The Agency and Its Mission

The Foreign Agricultural Service (FAS) isa USDA Agency that represents the
diverseinterests of U.S. farmers and the food and agricultural sector abroad. It also
collects, analyzes, and disseminates information about global supply and demand,
trade trends, and emerging market opportunities. FAS seeks improved market access
for U.S. products and implements programs designed to build new markets and to
maintain the competitive position of U.S. productsin the global marketplace.

FAS also carries out food aid and market-related technical assistance programs,
and operates a variety of Congressionally mandated import and export programs.
FAS helps USDA and other Federal agencies, U.S. universities, and others enhance
the global competitiveness of U.S. agriculture and hel psincrease income and food
availability in devel oping nations by mobilizing expertise for agriculturally led eco-
nomic growth.

Formed in 1953 by executive reorganization, FAS is one of the smaller USDA
agencies, with apersonnel strength of about 900. FAS operates worldwide with per-
sonnel located in more than 75 posts covering more than 130 countries. Its overseas
staff is backed up by ateam of analysts, negotiators, and marketing specialists
located in Washington, DC.

Roughly 70 percent of the annual FAS budget is devoted to building markets
overseas for U.S. farm products. Thisincludes the funding for al of FAS' trade and
attache offices overseas, aswell asitswork with U.S. commaodity associations on
cooperative promation projects. The remaining funds cover other trade functions,
including the gathering and dissemination of market information and trade policy
efforts.

To get acomplete picture of the services offered and information available for
exporters, the Foreign Agricultural Service (FAS) invitesyou to visit its homepage
address at: http://www.fas.usda.gov
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Exports of U.S. Agricultural, Fish, and Wood Products

The United States is the world’s top exporter of agricultural, fish, and wood
products—with sales of $69.7 billionin FY 1996. Many factors affect trade in these
products, including economic growth, currency exchange rates, national support pro-
grams, changing food preferences and consumer lifestyles, public and private sector
market promotion efforts, and tariff and nontariff barriers.

Agricultural, fish, and wood product exports are vitally important to the Nation's
economy as awhole; they represent 11 percent of total U.S. exports. Exports provide
agricultural producers, harvesters of fish and wood products, food processing compa-
nies, and associated manufacturing firms and transport companies an expanded mar-
ket for their products and a better income. Exports also enhance our ability to use
land, labor, and capital more efficiently. This, in turn, allows our producers and indus-
triesto produce at alower cost and transport efficiently, giving the United States a
comparative advantage in the production of these goods.

U.S. exports of agricultural products (excluding wood and fish products) rose to
$59.8 hillion and created an estimated 958,000 full-time domestic jobs in 1996, or
16,000 jobs for every $1 billion in products shipped. With respect to agricultural
products, many of these jobs are created off the farm, and many of those employed
livein urban areas. About 330,000 workers, or 9 percent of the U.S. farm labor force,
are employed to produce agricultural products for the overseas market. However,
beyond the farm gate, another 628,000 people work to finance, store, package,
process, and ship agricultural exports. USDA economists calculate that, at the very
least, each dollar received from agricultural exports stimulates another $1.38 in busi-
ness activity for the economy. In 1996, U.S. agricultural exports generated $83 bil-
lion in additional economic activity. Of the 11 major U.S. industrial sectors,
agriculture generated the largest trade surplus of $27.5 billion in 1996.

Agricultural products moving into the world market can be classified as bulk,
intermediate, or consumer-oriented products. Bulk products include those commaodi-
ties free from processing, such as wheat, corn, barley, and soybeans. Intermediate
products (such as wheat flour, vegetable oils, and hides and skins) receive some pro-
cessing, but are generally not yet ready for final consumption. Consumer-oriented
foods and beverages include products that have undergone various degrees of pro-
cessing or unprocessed commodities that have relatively high per unit costs dueto
transportation or storage, like fresh fruit.

In FY 1996, U.S. exports of bulk commodities surged to $28.8 billion, up $4.3
billion from the previous year. Strong wheat, corn, and soybean prices and larger
wheat shipments accounted for much of the growth. Coarse grain exportsrose to $9.3
billion, up $1.9 billion, while wheat exports jumped 39 percent to $6.9 billion. The
value of soybean exports rose 20 percent, reaching $6.3 billion.

U.S. exports of intermediate products reached nearly $11 billion in FY 1996,
down $500 million from 1995. Declines for soybean oil, animal fats, and wheat flour
(down $537 million, $173 million, and $100 million, respectively) more than offset
therecord export levels of feeds and fodder and planting seeds (up $59 million and
$47 million, respectively).

U.S. exports of consumer-oriented products continued their strong growth in
FY 1996, reaching a new record of $20 billion and represented one-third of total
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Table 7-1.

Top 15 U.S. agricultural, fish, and wood product exports, FY 1996

Product Category $Billion
Coarse grains . ......i it B .. 9.3
Wheat . ...... ... B .. 6.9
Soybeans .. ... . B .. 6.3
Redmeats . ......... ..., C o 4.6
Cotton . ... . B .. 3.0
Poultrymeat ........ .. ... .. ... . . . ... C o 2.4
Lumber . ... ... W o 23
LOgS .. W o 2.1
Fruit,fresh . ... ... .. . C o e 2.0
Feeds&fodders......... ... . ..., b 1.9
Fruit & vegetables, processed ................ C o 1.9
Hides &skins ....... ... ... ... . i, Lo 1.6
TObacCo . ... B .. 1.4
Treenuts ......... .. C o 1.4
Soybeanmeal .......... ... .. .o L 1.3
SubtOtal .. 48.5
Total U.S. XPOItS .ottt 69.7

Note: (B) bulk, (I) intermediate, (C) consumer-oriented, (W) wood

agricultural exports. Increasesin FY 1996 were broad-based with 13 of the 16
product categories setting new record highs.

U.S. exports of fish and seafood products climbed 10 percent to $2.9 hillion in
FY 1996. U.S. exports of wood products declined from the previous year’s record
level to $7 hillionin FY 1996.

Major Markets

Although U.S. exports of agricultural, fish, and wood products are shipped to vir-
tually every country in the world, the top 10 markets account for over three-quarters
of all sales. U.S. exports rose to new records in eight of 1996's top 10 markets: Japan,
Canada, Mexico, South Korea, Taiwan, Hong Kong, Egypt, and Russia. Salesto
Canadaincreased dightly (up $48 million) while those to Mexico increased nearly
31 percent (up $1.2 billion). Salesto Chinafell $586 million from the previous year’s
record level, due mostly to lower corn exports.
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Table 7-2.

Top 10 markets for U.S. agricultural, fish, and wood products,
FY 1996

Share of Total
Exports U.S. Exports
Market (Billion dollars) (Percent)
Japan* ... 166 ... 23.9
European Union-15 ... ..................... 105. .. 15
Canada* ....... ... ... 1T 11
MeXiCO* . .. 5.3 7.5
South Korea* ......... ... ... O 6
Taiwan® . ... 31 4.5
China ...... .. . 19 2.8
HongKong* ...... ... . . i 16 ... 2.4
Egypt: ... 14 . 2
Russian Federation* .. ....................... 13 1.8
SUDBLOtAl oo 53.5
Total U.S. eXPOrtS....ccoveiiieeiriie e 69.7

* Record exports in FY 1996

Imports of U.S. Agricultural, Fish, and Wood Products

Along with the European Union and Japan, the United States ranks among the
world’s largest importers of agricultural, fish, and wood products. However, unlike
these other major importers, these products make up only asmall portion of total U.S.
merchandise imports. In FY 1996, the $49.8 hillion in U.S. purchases of agricultural,
fish, and wood products accounted for only 6 percent of total U.S. merchandise
imports.

Imports provide consumers with products that are either not produced or not
available in sufficient quantitiesin the United States. Major agricultural imports gen-
erally not domestically produced include spices, teas, cocoa, coffee, bananas, natural
rubber, and silk. Domestic production of other products, such as certain cheeses,
olives, olive ail, wools, lumber, shrimp, tuna, and tobacco, isinsufficient to meet
domestic demand. Some seasonal items, such as fresh fruits and vegetables, are
imported during periods when U.S. production cannot meet domestic demand.
Finally, certain products such as some spices and sugar are purchased in their raw
form for processing and packaging in the United States because foreign producers
have a cost advantage over U.S. producers.

Agricultural, fish, and wood product imports provide U.S. consumers with a
wider variety of lower priced goods than would be available by relying solely on the
domestic market. Many of these products are used as ingredients in high-value foods,
beverages, and industrial products that are purchased at home and abroad. Imports
also support domestic jobsin the storage, processing, distribution, and retail indus-
tries. U.S. imports also provide foreign countries with needed foreign exchange that,
in turn, can be used to purchase U.S. products.
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L eading Products

Imports of agricultural products rose 9 percent to arecord $32.3 hillionin FY
1996. Fish and seafood imports fell 2 percent from the previous year’s record level to
$65 billion, while wood product importsincreased 13 percent to arecord high $11
billion.

Agricultural imports can be divided into three main categories based on level of
processing and end market use: bulk commodities, high-value intermediate products,
and high-value consumer-oriented foods and beverages. In FY 1996, bulk commodity
imports remained stable at $6.6 billion, with higher tobacco and cocoa beans (up
$198 and $227 million, respectively) offsetting declines in coffee and sugar (down
$449 and $77 million, respectively).

Intermediate products rose 14 percent in 1996 to arecord $7.4 billion as aresult
of rising purchases of sugar/sweeteners and vegetable oils (up $522 million and $200
million, respectively). Consumer food and beverage imports rose 10 percent to a
record $18.3 hillion based on gains across most major product groups.

Table 7-3.

Top 15 U.S. agricultural, fish, and wood product imports, FY 1996
Product Category $Billion
Lumber* ... ... W o 6.4
Rawcoffee ...... ... ... . . B .. 2.3
Shrimp ... FS o 25
Redmeats . ....... ... ... C o 2.3
Wine &beer* ........ .. .. .. . C o 2.6
Panel products* ........... ... .. .. ... ... W o 23
Fruit & vegs., processed* .................... C o 1.8
Vegetables, fresh* .. ... ... . ... ... ... .. ... C o 1.7
Liveanimals .......... .. ... b 1.6
Rubber & allied products . .................... B ... 15
Snackfoods* .......... ... ... ... . C o 1.4
Sugars & sweeteners* . ............. ... L 1.3
Bananas* .......... .. ... .. C o 1.2
Fruit, fresh (excl. bananas)* .................. C o 1.2
Nursery products* . ..............coiiuinn.n. C o 0.9
SUbtOtal .. e 30.7
Total U.S. IMpPOItS ..o 49.8

Note: (B) bulk agriculture, (I) intermediate agriculture, (C) consumer-oriented agricul-
ture, (W) wood, (FS) fish & seafood. *Record import value in 1996.
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Major suppliers

Although the United States imported products from virtually every country in the
world, the top 15 countries supplied more than 85 percent of U.S. agricultural, fish,
and forest importsin FY 1996. Canada was the top supplier, with record sales of
$15.8 billion. The major products imported from Canada were lumber, wood panel
products, live cattle, red meats, and snack foods. At $6.8 hillion, the European Union
ranked second, mainly supplying high-value consumer foods. The major products
were wine and malt beverages, snack foods (including confectioneries and biscuits),
processed fruits and vegetables, and cheeses. Other major suppliersinclude: Mexico
(fresh fruits and vegetables, raw coffee beans, and shrimp); Thailand (shrimp, tuna,
rubber, and processed fruit and vegetables); Indonesia (rubber, wood panel products,
raw coffee beans, and tropical spices); and Brazil (raw coffee beans, tobacco, fruit
juices, tree nuts, and wood panel products).

Many important suppliers of agricultural, fish, and wood products to the United
States are devel oping countries. These countries depend heavily on the export of
these products to generate foreign exchange that, in turn, is used to purchase imports.
In FY 1996 imports from devel oping countries accounted for nearly 40 percent of all
U.S. purchases of agricultural, fish, and wood products.

Table 7-4.
Top 15 suppliers of agricultural, fish, and wood products, FY 1996
Share of Total
Imports U.S. Imports
Supplier (Billion dollars) (Percent)
Canada . ... 158. . 31.6
European Union-15 ......................... 6.8 ... 13.6
MEXICO it 45 9.0
Thailand .......... .. ... . . . . . . 21 4.2
Indonesia ............ .. 21 4.3
Brazil . ... 1.7 3.4
Colombia ........ .. ... . 12 2.4
Chile ... . 1. 2.3
Ecuador ......... ... . ... ... 1.0 ... 2.1
China ..... ... ... . . 10 ... . 2.1
New Zealand .............................. 10 ... 1.9
Australia ............ .. . . 0.9 ... .. 1.8
Argentina .......... .. 08 .. 1.6
CostaRica .........coiiiiiiiiiii i 0.7 o 15
Philippines . ....... ... .. . 0.7 o 1.4

Food Aid Programs

The Federal Agriculture Improvement and Reform Act of 1996 (the 1996 Farm
Bill) reauthorized and added activities to one of the oldest U.S. export assistance pro-
grams—Public Law (PL.) 480, also known as Food for Peace.
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Current estimates of FY 1997 commodity funding available for food aid under
PL. 480 total $769 million, including $204.4 for Title | (including Title I/Food for
Progress), $542 million for Title Il (including Title [1/World Food Program), and
$22.5 million for Title I11.

The 1996 Farm Bill reauthorized Title | government-to-government concessional
sales, and included authority to sign agreements with private entities. The Act also
modified the repayment termsfor Title | credit, including elimination of the mini-
mum repayment period of 10 years and reduction of the maximum grace period from
7 to 5 years. Agricultural trade organizationswill be allowed to carry out projects or
programsin devel oping countries using funds from the sales of Title | commodities
if the organization has a market development plan approved by the Secretary. FY
1997 planned programming for PL. 480, Title |, as of April 18, 1997, provides
$185.6 million for 18 countries. Under these planned programs, approximately
774,350 metric tons of commodities are expected to be exported. These totals do not
reflect ocean freight costsfor Title |. Thusfar in FY 1997, $18.8 million of Title|
funds for commodities have been set aside to fund a number of Food for Progress
country programs.

The 1996 Farm Bill reauthorized the Title 11 emergency and private assistance
donations program. It increased the maximum level of funding that can be provided
as overseas administrative support from $13.5 million to $28 million and added
intergovernmental organizations such as the World Food Program to the list of orga-
nizations eligible to receive these funds. For FY 1997, about 2.2 million tons of
commodities, valued at approximately $542 million, are planned for donations under
Titlell, including Title Il donations through the World Food Program.

TheAct aso reauthorized the Title I11 Food for Devel opment program. This pro-
gram provides government-to-government grant food assistance to least-devel oped
countries. Local sales proceeds can be used to support a variety of economic develop-
ment and related activitiesin recipient countries. For FY 1997, about 117,000 metric
tons of commodities valued at $22.5 million are planned under Title 111.

Another program, Food for Progress, is carried out using commaodities available
for distribution under Section 416(b), or funds available to the Commodity Credit
Corporation (CCC) or appropriated under Title I, PL. 480. The program provides
commodities to needy countries as areward for having undertaken economic or agri-
cultural reform. The 1996 Farm Bill extended the authority for the Food for Progress
program to provide assistance in the administration, sale, and monitoring of food
assistance programs to strengthen private sector agriculture in recipient countries
through the year 2002. The authority is also expanded to include intergovernmental
organizationsin Food for Progress programming, to make sales on credit termsto al
eligible countries in addition to the newly independent states of the former Soviet
Union, and to include the provision of technical assistance for monetization pro-
grams. In FY 1997, Food for Progress bilateral agreements using the Title | authority
are planned with Mongolia, Kyrgyzstan, and Tajikistan, totaling about 97,021 metric
tons, valued at $18.8 million (excluding transportation). Food for Progress programs
using CCC funds are planned with U.S. private voluntary organizations for projects
in Armenia, Azerbaijan, Benin, Bosnia-Hercegovina, El Salvador, Equatorial Guinea,
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Georgia, Kyrgyzstan, Moldova, Russia, Tgjikistan, and Ukraine, totaling about
147,700 tons of commodities, valued at about $57.4 million. The Food for Progress
program islimited by a global 500,000-metric-ton legislative ceiling, and by acap on
noncommodity costs paid directly by CCC (primarily transportation) of $30 million.

The 1996 Farm Bill reauthorized the Farmer-to-Farmer Program, which can
include middle-income countries and emerging markets. ThisAct also increased the
minimum percentage of PL. 480 funding for the Farmer-to-Farmer Program from
0.2 to 0.4 percent.

The Section 416(b) Program (of the Agricultural Act of 1949) providesfor the
donation to needy countries of eligible commaodities held by CCC. There are no
Section 416(b) commodities available for programming in FY 1997.

Commercial Export Credit Guarantee Programs

The 1996 Farm Bill mandates annual program levels for the Export Credit
Guarantee Program (GSM-102) and the Intermediate Credit Guarantee Program
(GSM-103), but allows flexibility in how much is made available for each program.
The GSM-102 program guarantees repayment of short-term loans (90 daysto 3
years) made by U.S. financia institutions to eligible banks in countries that purchase
U.S. farm products. As of May 2, 1997, under the GSM-102 program some $3 billion
worth of guarantees were made available for approximately 88 countriesincluding
seven regional programs—for the Andean region, Central America, East Africa, East
Caribbean, Southern Africa, West Africa, and West Caribbean—for FY 1997. As of
May 2, 1997, registrations under the GSM-102 credit guarantee program for FY 1997
totaled $1.7 hillion for 14 countries and those same seven regions.

Guaranteesissued under the GSM-103 program can cover financing periods of
more than 3 and up to 10 years. This program is designed to help developing nations
make the transition from concessional financing to cash purchases. As of May 2,
1997, $373 million worth of intermediate guarantees were made available for FY
1997. Asof May 2, 1997, registrations under the GSM-103 credit guarantee program
for FY 1997 totaled $7.3 million for two countries.

The new Suppliers Credit Guarantee Program (SCGP) became operational in
FY 1996. As of May 2, 1997, $100 million worth of guarantees were made available
under this program for FY 1997. Asof May 2, 1997, registrations under SCGP for
FY 1997 totaled $2.95 million for two countries and the Southeast Asia region.

Export Assistance Programs

The Export Enhancement Program (EEP) was extended by the 1996 Farm Bill to
permit USDA to provide bonuses to make U.S. commodities more competitive in the
world marketplace and to offset the adverse effects of unfair trade practices or subsi-
dies. The 1996 Act provides minimum funding levels for CCC to make available for
the EEP each fiscal year through 2002. Since Nov. 6, 1991, USDA has paid EEP
bonusesin cash. In the General Agreement on Tariffs and Trade implementing legis-
lation, the focus of the EEP was changed to allow the EEPto be used as a market
promotion and expansion tool.
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The Market Access Program (MAP), formerly the Market Promotion Program,
is authorized by Section 203 of the Agricultural TradeAct of 1978, as amended. The
MAPIisfunded at $90 million annually for Fiscal Year 1996 through 2002 and is
designed to encourage the devel opment, maintenance, and expansion of foreign mar-
ketsfor U.S. agricultural commodities. Since itsinception, the MAP has provided cost-
share fundsto nearly 800 U.S. companies, cooperatives, and trade organizations to
promote their products overseas. For 1996, $90 million was allocated to 66 U.S. trade
organizations. For 1997, $90 million was allocated to 64 U.S. trade organizations.

The Foreign Market Development Program, also known as the cooperator pro-
gram, fosters a trade promotion partnership between USDA and U.S. agricultural
producers and processors, represented by approximately 40 nonprofit commaodity
or trade associations called cooperators. Projects generally fall into one of four
categories: market research, trade servicing, technical assistance, and consumer
promotions for the retail market. The cooperator program has helped support growth
in U.S. agricultural exports by enlisting private sector involvement and resourcesin
coordinated efforts to promote U.S. products to foreign importers and consumers
around the world.

Dairy Export Programs

Asamended by Section 148 of the 1996 Farm Bill, the Dairy Export Incentive
Program (DEIP) is mandated through the year 2002. The DEIP operates on a bid
bonus system similar to EEP, with cash bonus payments.

The current DEIPwas announced on July 18, 1996. Bonuses under the program
are available to 112 countries totaling 100,222 metric tons of nonfat dry milk; to 111
countries totaling 38,611 metric tons of butterfat; and to 109 countries totaling 3,669
metric tons of cheddar, feta, Gouda, mozzarella, processed American cheeses, and
cream. The allocations were valid until June 30, 1997, as provided in the invitation
for offers.

International Links

The International Cooperation and Development (ICD) area of USDA’s Foreign
Agricultural Serviceisresponsible for coordinating, supporting, and delivering a
diversified program of international cooperation and development. It aims to enhance
the competitiveness of U.S. agriculture, preserve natural resource ecosystems, and
pursue sustai nable economic devel opment worldwide by mobilizing the resources of
USDA and its affiliates.

ICD programs provide links to world resources and build a spirit of cooperation
and goodwill that serves U.S. agriculture. These links help U.S. agriculture gain
access to emerging technol ogies and to awide array of genetic material, which can be
crucia in creating new or improved agricultural products, practices, and markets.
These international partnerships are the germinating seeds that can produce arich and
diverse harvest of scientific advances and business ventures.

ICD helpsincrease income and food availability in devel oping nations by linking
the technical expertise of the U.S. agricultural community with those nations. This
cooperative effort hel ps devel oping nations surmount the barriers of hunger and
poverty and build more stable economies. Asindustrialized nations have become sat-
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urated with goods and services, investors have begun to explore devel oping nations
as markets for fresh and expanded business ventures. Nations moving from low- to
middle-income status now offer the brightest prospects for U.S. agricultural products,
atrend that islikely to continue, so USDA helps foster economic growth, strong
diplomatic ties, and durable trade relationships with these nations.



